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Report of the Directors 
of 

American Telephone and Telegraph Company 

New York, March 5, 1925. 

To the Stockholders: 

Treating this Company and its Associated Companies as a 
whole, the percentage of net earnings (i.e., earnings available 
for interest, dividends and surplus) to book cost of property 
in 1924 was almost exactly the same as in 1914. Your atten¬ 
tion is particularly called to this fact so that the rate adjust¬ 
ments of our Associated Companies as a whole may be under¬ 
stood in their proper light, namely, as adjustments of rates 
to the present value of the dollar rather than increases in the 
percentage of net earnings on property oyer what has been cus¬ 
tomary in the past. The only exceptions are in those few 
places where rates even before the war were not adequate. 

The delay usually attendant upon the consideration of a 
proceeding for an increase in telephone rates occasionally 
creates a period in the history of an Associated Company 
during which its earnings do not adequately meet its full 
dividend requirements. During such periods, the companies 
usually continue their dividends at their regular rates in the 
expectation that their earnings will soon return to a normal 
basis and that ultimately the sums taken from surplus to 
make up these dividends will be restored. Such an expecta¬ 
tion is reasonable. The capitalization of our Associated 
Companies is so conservative that a fair return upon the 
value of their property always affords earnings in excess of 
dividend requirements. This fact also justifies our con¬ 
fidence that the few cases where rate adjustments are now 
pending will be satisfactorily concluded in due course. 

During 1924 there were four of our Associated Companies 
which paid dividends in part out of accumulated surplus. 
Other Associated Companies did not distribute in dividends 
their entire earnings, so that as a whole our Associated Com¬ 
panies more than earned their dividends in 1924, and made 
additions to surplus. 
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The problem of readjustment to the changed condi¬ 
tions accompanying and following the war has been 
continuous. In this as in other kinds of business and in 
domestic life, there was a rapid increase in wages and in 
cost of materials used in operation and maintenance. Be¬ 
tween 1916 and 1920 operation expense per station increased 
about 76 per cent and the cost of maintenance about 55 
per cent. 


THE COST PER STATION OF TELEPHONE SERVICE 

BELL SYSTEM 
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Since 1920. these costs, 
which vory with the cost 
of plant, hove increased 
about 23 per cent. 

See text below. 


Between 1916 ond 1920 
the cost of maintenance 
increased about 55 per cent. 
See text above. 


Between 1916 ond 1920 
operation expenses 
increased obout 76 percent. 
See text above 


Since the war there has been a very large increase in the 
demand for telephone service and therefore in the construc¬ 
tion of plant to meet that demand. All of that plant has 
been built at a very much higher cost per station than before 
the war, increasing the annual cost of telephone service by 
higher capital charges. That part of the annual cost per 
station which varies with cost of plant has increased about 23 
per cent since 1920, notwithstanding the noteworthy fact that 
the dividend and interest charges of the Bell System in 1914 
amounted to 4.96 per cent upon the book value of its prop¬ 
erty, and in 1924 amounted to only 4.87 per cent. Business 
which has not grown to the extent of having to increase its 
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permanent investment has not felt that class of increases in 
annual cost. In the telephone service, because it has grown 
faster than others since the war, it has been more apparent. 
The public, in demanding more and more telephone service 
should understand that it is being rendered by the Company 
not only at the largely increased cost of day-by-day operation, 
but with the use of plant costing roughly twice as much per 
station as the cost before the war. These increased costs are 
met only in part by increased charges for services. To a very 
appreciable extent they have been met by improved appli¬ 
ances and methods and by the hearty cooperation of the 
whole organization in an effort to accomplish the greatest 
economy and efficiency. 


CHANGE IN BELL SYSTEM EXCHANGE RATES SINCE 1913 
COMPARED WITH CHANGE IN COST OF LIVING 
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Curve 1 shows the increase which has taken place in average living costs since 1913. 
Curve 2 shows the increase in Bell System average exchange rates since 1913 in terms 
of money. 

Curve 3 shows the decrease in Bell System average exchange rates since 1913 in terms 
of cost of living. 

The dollar does not go as far to-day in hiring labor or in 
meeting the cost of living or in buying commodities in general 
as it did ten years ago. Since then the dollar has varied 
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widely and irregularly in purchasing power over various types 
of commodities and services. These variations make diffi¬ 
cult proper conclusions as to the significance of individual 
price changes over the period. 

The charges for telephone service have, on the average, 
advanced less during the past ten years than wages or the 
prices of materials or the cost of living. This is equivalent 
to saying that, measured in terms of wages or material prices 
or cost of living, the average charge for telephone service has 
been reduced. The extent of this reduction is indicated in 
the chart on the preceding page showing the change w hich 
has taken place since 1913 in Bell System exchange telephone 
rates in terms of cost of living, the latter being used as the 
best index of the changes in the purchasing power of the con¬ 
sumers’ dollar. 

The relative reduction in telephone rates is, however, 
perhaps made clearest by the statement, based on published 
statistics covering a considerable number of trades and occupa¬ 
tions, that in 1914 it took an average of hours of labor 
upon the part of a wage earner in these occupations to earn 
the average cost of a month’s telephone service, while in 
1924 it took only 3^2 hours. 

The principles of rate regulation applicable to telephone 
service have been greatly clarified in recent years and some of 
them have been well established. It is reasonable to expect 
that this should simplify the work of both the commissions 
and the companies in such rate readjustments as changes in 
conditions may make necessary or desirable. 

That charges for service should be reasonable, yielding not 
less than a fair return upon a fair valuation of the property, 
is now the generally accepted principle in rate regulation. 
The amount of issued capital and the rate of dividend paid 
upon it are matters of judgment on the part of the manage¬ 
ment, and obviously do not furnish a basis for a conclusion 
as to reasonable charges for service. 

The value of the contract relation of the Company with 
the Associated Companies is better understood. In order that 
there may be a nation-wide telephone service extending into 
all of the 48 states with their varying laws, there must be and 
is, an association of regional corporations (the Bell System). 
In that association your Company performs the functions 
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which bind the regional companies together. For that pur¬ 
pose it holds stock in them. It inter-connects their properties 
with lines of communication (the long-distance lines) and it 
maintains a headquarters organization which directs or 
carries on much work which can be more efficiently carried 
on by one for all than by each individually. 

It was for that purpose that your Company was instru¬ 
mental in the organization of the Western Electric Company 
and its development into the supply organization of the 
Bell System. For that purpose departments are maintained 
by your Company to promote the art of Telephony by re¬ 
search and experiment, to study operating methods and 
accounts, to advise concerning the law applying to telephone 
operation. Patents have been acquired by purchase or 
development in order that the progress in telephony by the 
Associated Companies might be free and uninterrupted. 
Recognizing that public opinion is the court of last resort, 
your Company has maintained a department whose work is 
to prepare and put forth information as to the purposes and 
problems and achievements of the Bell System, in order that 
they may be given proper weight by the public. In order to 
provide a flow of funds for the extension of plant to meet 
the demand of the public upon the Associated Companies, 
we carry out a well balanced financial programme and have 
systematically broadened the market for stock and other securi¬ 
ties by informing and interesting investors. In short, we have 
intended to neglect nothing which could contribute to the 
giving of economical, adequate and efficient service by the 
Associated Companies. For these services we are paid by the 
Associated Companies a percentage of their revenue. Every 
expenditure we make is directed toward and bound up in the 
performance of these services. 

It is the purpose of the companies in the Bell System that 
the earnings of telephone service shall be fair—no more and 
no less. It is for the interest of the public as well as investors, 
that they shall be constant and that unnecessary expense 
shall be eliminated. 

Any effort to procure less than fair rates is misdirected, 
increasing the burden of taxation and involving indirect 
waste in that it increases the cost of giving telephone service. 
If it were successful, it would not be to the permanent advan- 
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tage of the people because a poorly paid servant must eventu¬ 
ally be an inefficient one. 

In several instances in the past two or three years, our 
Associated Companies after decisions by the commissions 
which called for rates yielding earnings below living levels, 
have appealed to the courts: in some instances to the state 
courts and in some to the federal courts. In every case 
which has come to final adjudication, their main contentions 
have been upheld by the courts. 

In each such case, such litigation puts a burden of expense 
upon the people and the companies, which ought to be avoided. 
The record of the Bell System justifies the presumption that 
when its Associated Companies present applications for 
increased rates, it is done reluctantly and because changes in 
conditions make such action necessary for the protection of 
the service. Such applications should be considered thoroughly, 
of course, but fairly and promptly, and with the full under¬ 
standing that rates which are insufficient to properly support 
the service are as much against the interest of the people as 
rates which are exorbitant. 

The continuing great demand for telephone service is 
evidence that its value is greatly in excess of its cost to the 
people. It is plain that the demand can be supplied only as 
long as investment in the business of giving telephone service 
is safe and brings a return comparing satisfactorily with 
returns from investments in other business enterprises. 

Communities need the services of utilities in their home 
and business life. Communities are most economically and 
best served by those utilities which are able to attract the 
capital needed to extend service. These facts have been 
recognized by many commissions. Commissions serve the 
communities best by being fair both to the utilities and the 
users. More and more it is realized that the attitude of a 
commission should correspond to that of a court and that 
both users and utilities are to be protected if the communities 
are to prosper. 

Rate regulation by commission is the accepted method of 
regulation but it must be impartial. If it is controlled by 
personal or party politics it will not survive. 

During the year the organization has been greatly 
strengthened at headquarters and in the field. As much 
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attention and forethought is being directed toward the devel¬ 
opment of the form and the personnel of the organization 
as to the physical plant and methods of operating it, in order 
that, as the requirements of service to the public grow, your 
Company may meet them adequately and efficiently and 
with satisfaction to the stockholders. There is a splendid 
spirit of cooperation and a pride in the accomplishments of 
the Bell System and in their connection with it, pervading the 
whole group of over 275,000 workers devoted to this service, 
which must be a source of satisfaction and confidence to the 
stockholders as it is to their directors. The service is well 
up to previous standards and in some respect is better. 

The physical property is well maintained. There will 
always be scattered spots where a movement of population 
which cannot be foreseen and entirely provided for creates 
a temporary shortage of telephone facilities, but excepting 
in a very few such places the shortage of the post-war years 
has been eliminated. 

In view of the great public interest in wireless telephony 
it seems proper to mention the continued preparation of the 
British Post Office for transmission from Great Britain. 
When that is completed, it is expected that the experiments 
referred to in the Annual Report of 1922 will be resumed, 
and that experimental conversations with that country will 
follow. It is impossible at present to predict the date of 
telephone conversation with Great Britain or even to predict, 
on the basis of present conditions, that it will be a practical 
and commercial possibility, taking into consideration other 
difficulties as well as technical difficulties. Any other applica¬ 
tions of wireless telephony to telephone service, except in 
minor instances where wire connection is impossible, appear 
even more remote. 

Wifeless telephony seems to have found its most valuable 
application in broadcasting, in which our interest is inci¬ 
dental to scientific rather than to commercial possibilities. 

Rate Regulation 

The depreciation expense accounting of your Company and 
of the Associated Companies is subject to regulation by the 
Interstate Commerce Commission under the provisions of 
the Interstate Commerce Act, and has been prescribed by that 
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Commission in the Uniform System of Accounts for Telephone 
Companies, adopted and promulgated by an order of the 
Commission which became effective January 1, 1913. Thus 
for the past twelve years depreciation expense accounting has 
been regulated by the Interstate Commerce Commission. 

By an Act approved February 28, 1920, Congress amended 
the Interstate Commerce Act by a direction to the Interstate 
Commerce Commission to prescribe the percentages of de¬ 
preciation to be charged to operating expenses for each of the 
classes of depreciable property. Pursuant to this amendment, 
the Commission set up an organization in its Bureau of Ac¬ 
counts to investigate the subject and report its recommen¬ 
dations, several hearings have been held, and the Commission 
has the matter under advisement. It is expected that in due 
course the Commission will announce the principles by which 
it will be governed and will then proceed to carry out the 
mandate of Congress by prescribing the depreciation ex¬ 
pense rates. 

In the field of regulation of rates for telephone service, the 
Associated Companies have continued the effort, referred to 
in the last annual report, to bring the rates up to the point 
required by the prevailing high cost of labor and materials, 
wherever they have remained substantially below that level, 
with a view to making the telephone service everywhere 
self-sustaining. In a few cases this has resulted in contested 
rate cases before state commissions, and in some of these 
cases has further resulted in an appeal to the courts, state or 
federal, to give the companies relief against inadequate and 
non-compensatory rates ordered by the commissions. In 
the cases in which the decisions have been final, the Asso¬ 
ciated Companies have been successful in their principal 
contentions. 

The attitude of the Associated Companies has been one 
of reluctance to go from the commissions to the courts in 
this class of cases and they have done so only when issues as 
to important principles of law were involved, or fundamental 
questions of fact peculiar to our business, or when the rates 
prescribed by the commissions’ orders were so low that the 
companies could not live under them and discharge their full 
duty to the public and the investors. 

Three such cases decided by courts of last resort during 
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the year 1924 and deemed of sufficient importance to be 
noticed here are the following: That of the Michigan Bell 
Telephone Company, a statewide rate case before the Supreme 
Court of Michigan, which was decided in favor of the company 
in October, 1924; that of The Pacific Telephone and Tele¬ 
graph Company, a statewide rate case in the State of Washing¬ 
ton, decided by the Supreme Court of the United States on 
May 26, 1924, sustaining the company on appeal and further 
clarifying certain points of remedial and substantive law in 
accordance with the company’s contentions; and that of 
the Southwestern Bell Telephone Company, involving orders 
prescribing rates in six cities in the state of Kansas, first de¬ 
cided by the Supreme Court of Kansas in November, 1923, 
and finally decided on rehearing in February, 1924, in which 
the company’s rates were upheld and its contentions upon 
several important matters of legal principle were sustained. 

Operation 

The number of telephone calls, both local and toll, which 
the System was called upon to handle in 1924 was substan¬ 
tially in excess of any previous year, notwithstanding the fact 
that the general business activity was relatively less in 1924 
than 1923. The average daily exchange and toll connections 
in 1924, over 45,000,000, were 7.1 per cent in excess of 1923. 

Both as to the speed and accuracy of making these connec¬ 
tions, the standards of the System were fully maintained 
and the 1924 service results were superior to those of any pre¬ 
ceding year. Improvement was effected in 1924 in both local 
and toll service. Notwithstanding the present high standards, 
efforts are being continued to effect further improvements. 
Especially in the toll service promising lines of work are being 
pushed which it is confidently expected will result in further 
improvement. 

The maintenance or upkeep of the plant has continued at 
a high grade throughout 1924. There has been further 
improvement in the transmission over the lines; that is, the 
distinctness of speech has been maintained and increased. 

The past year has seen an abnormal number of severe 
storms of a character which damaged open wire telephone 
plants. While ordinary storms do not do so, storms ac¬ 
companied by sleet, wet snow and high winds, may affect 
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open wire plant. For limited areas, such storms may produce 
severe damage and temporary interference with telephone 
service. Due to the unusual severity of the storms in 1924, the 
damage was considerably greater than in other years and 
about 1 per cent of the total poles in the Bell System was 
involved. This damage was promptly restored, and in many 
cases other companies in the Bell System which at the time 
were not affected, aided in the restoration of service and re¬ 
placement of plant through the temporary transfer of men 
and construction machinery. 

During the year 1924 there were connected a total of 
2,308,000 stations, and 1,564,000 were disconnected. The total 
net gain in Bell-owned telephones for the year was 836,163. 
This large gain, together with a desirable restoration in plant 
margins, has required a construction programme substantially 
larger than any preceding year. As a result of the execution 
of this programme, there has been a marked reduction in the 
number of telephone orders awaiting installation, and the 
System is nearing the condition which generally existed prior 
to the war, in that, with few exceptions, new telephones 
desired may be promptly provided within the limits of settled 
areas. „ 

The large cable and switchboard programmes carried to 
completion in the past year have been essential factors in 
accomplishing this result. 

During 1924 in the outside plant there was an increase in 
wire mileage of 15.6 per cent. Of this total increase, 5,148,000 
was in cable and only 222,000 miles in open wire. At the 
end of the year over 89 per cent of the total wire mileage of 
the Bell System was in cable and of this about three-quarters 
was underground. Both for transmission reasons and because 
of the relatively small number of circuits required on most 
routes, the toll line plant presents special limitations in the 
extensive use of cables. With the steady development in the 
transmission art and with the increase in the toll business it 
has, however, been possible to provide an increasing proportion 
of the new toll wire by means of cable. Over 80 per cent of 
the toll wire mileage added was in cable, so that at the end of 
the year the toll wire in cables was 54 per cent of the total. 
During the past five years wire in cables has been over three- 
quarters of the total toll wire additions. The toll cable from 
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the Atlantic seaboard to Chicago will be completed and in ser¬ 
vice before the end of 1925, and plans are being actively 
pushed looking to the completion of the cable from Chicago 
to St. Louis by the end of the year 1926. The continued 
growth in cable renders the toll service less subject to in¬ 
terruption and the plant less liable to serious storm damage. 

There has been added to the switchboard equipment of 
the Bell System in 1924 capacity for 1,400,000 stations, an 
increase of about 13 per cent. The installation of machine 
switchboards continues in those situations where additional 
switchboard equipment is required and where conditions in¬ 
dicate its use. At the end of 1923 there were 575,000 stations 
served by means of machine switching equipment, or 5.5 per 
cent of the total Bell-owned stations. On December 31, 1924, 
the number of these stations had increased to 969,000 or 8.7 
per cent of the total. Results are satisfactory from the 
operation of this system. 

The personnel of the Bell System continues to produce sat¬ 
isfactory results and the morale is excellent. The turnover in 
the working forces is back to the prewar level, the figures 
showing that the percentage leaving the service is less than 
in any year since 1916. 

Development and Research 

The continuously expanding requirements of the public 
for telephone service can be effectively and economically met 
only by an equally continuous development of new materials, 
apparatus and methods. The impossibility of meeting growth 
solely by expansion in the size of the telephone plant is well 
illustrated by the conditions in our larger cities. Here the 
increasing number and density of stations introduce new 
problems of the most fundamental character requiring con¬ 
stant development, particularly in the direction of machine 
switching systems, trunking methods and manually operated 
switchboards. 

Research and development must be constantly carried out 
in every part of the communication art, not only in the direc¬ 
tion of perfecting existing apparatus and methods but in con¬ 
stant reconsideration of the fundamentals of the art. This 
work has been actively pursued during the past year and has 
made available to the Bell System many developments which 
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are of great importance and large value to the Associated 
Companies in improved service and economies in plant and 
operation. 

The past year has witnessed in the United States a growing 
appreciation of the need for increased efficiency in the use of 
forest products to offset partially the annual timber deficit. 
Under the leadership of the Federal Government compre¬ 
hensive conservation plans were further advanced. The Bell 
System, although by no means among the largest users of 
forest products, has for many years through the employment 
of progressive methods effectively done its part in minimizing 
the drain upon the forests. Our most striking contribution to 
timber conservation has been our research work in studying 
the actual life extension of poles and crossarms obtained by 
the use of different preservative methods and processes. Be¬ 
ginning twenty-five years ago, the application of preservative 
treatment to poles has been gradually extended until at the 
present time fully ninety per cent of the poles being placed in 
our plants are receiving preservative treatment of one kind 
or another. Not only has this practice aided the public policy 
of conservation but it is resulting in large net savings to the 
Bell System. 

An exact knowledge of the nature and characteristics of 
human speech is of fundamental importance in telephone 
engineering. For a number of years past we have been carry¬ 
ing on a more comprehensive and precise investigation of 
speech than has ever before been attempted. The results of 
tins work have already been of the greatest importance in 
the economic design of our telephone apparatus and circuits, 
as well as in the solution of the special problems of telephone 
quality which arise in radio broadcasting and in the use of 
telephone wires in connection therewith. As an incident of 
this development interesting from a humanitarian standpoint 
has been the cooperative work by our scientists and members 
of the medical profession, which has made available apparatus 
of great value in the study and amelioration of defects in 
human hearing and speech and for other medical purposes 
which involve sound in the diagnosis or treatment of disease. 

An efficient method has been developed for electrically 
transmitting photographs, drawings, hand-writing, finger 
prints, etc., over telephone circuits. The first public demon- 
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stration of this method was made on May 19, 1924, when 
pictures were transmitted from Cleveland to New York City 
in the presence of representatives of newspapers, press associa¬ 
tions and others. During the National Republican Conven¬ 
tion pictures of interest in connection therewith were taken 
and transmitted from Cleveland to New York, and during 
the National Democratic Convention similar pictures were 
taken and transmitted from New York to Chicago. These 
pictures were widely published in newspapers and magazines. 
Since the demonstrations just referred to the process has 
been much improved. The received pictures now differ very 
little from ordinary photographic prints and are therefore 
well adapted to newspaper reproduction and for other pur¬ 
poses. 

While it is still too early to forecast accurately the com¬ 
mercial future of this picture transmission development it 
seems probable that it may result in a considerable service 
which will utilize our circuits at times when they are not 
required for regular telephone service. 

During the year development work on radio has been 
carried on actively, consideration being given to long wave 
lengths for transoceanic telephone transmission, to the inter¬ 
mediate range of wave lengths now important in broadcasting, 
and to the short wave lengths which it is expected will be 
found applicable ultimately for telephony to ships and for 
other mobile stations, and may have possibilities for trans¬ 
oceanic transmission. As part of the w T ork looking to the devel¬ 
opment of possible transoceanic telephony, extensive experi¬ 
ments have been carried on by our engineers employing among 
other things the facilities of the sending station of the Radio 
Corporation at Rocky Point, Long Island. Measurements have 
also been made and maps plotted of the distribution of the 
radio w r aves from broadcasting stations. These have shown 
that radio waves do not spread out at all uniformly over large 
metropolitan districts and help to explain the formation of the 
so-called “dead spots” frequently reported, in which spots 
it is difficult to receive certain broadcasting stations. 

Further developments in the use of our wire lines for 
connecting radio stations have permitted practically nation¬ 
wide broadcasting of important public events. As many as 
twenty-seven separate broadcasting stations, stretching from 
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the Atlantic seaboard to the Pacific, have been connected 
together for the broadcasting of speeches of national interest. 

In all of our problems the importance of research work of 
the most fundamental character is assuming ever greater 
proportions. Many of the noteworthy advances which we 
have made in the development of new instrumentalities are 
the direct result of our research work in the field which per¬ 
tains to the ultimate structure of matter and of the forces 
involved in molecular and atomic reactions. As a note¬ 
worthy example of the practical results from such fundamental 
research might be mentioned the recently developed magnetic 
material “permalloy.” This entirely new magnetic material, 
which has magnetic properties many times greater than 
those of the best irons and steels hitherto available, is a result 
of our fundamental work on magnetism and magnetic alloys. 
It bids fair to play an important part in the design of com¬ 
munication apparatus. As illustrating the remarkable proper¬ 
ties of permalloy in a collateral field the performance of the 
recently laid high speed telegraph cable from New York to the 
Azores may be noted. This cable, which has a traffic-carrying 
capacity many times greater than cables of the existing art, 
was made possible by the use of permalloy in the construction 
of the cable conductor. 

The methods of handling our research and development 
activities have changed from time to time in the past and 
have evolved as the magnitude and scope of this work have 
grown. For some time it has been apparent that a further 
change would shortly be required in order adequately to meet 
the problems likely to confront the Bell System in the future. 
Our consideration of the matter has indicated that to insure 
of our research and development work being handled in the 
best possible manner we needed a somewhat different form of 
organization from that hitherto existing. 

As a result of our study a new organization to be known 
as Bell Telephone Laboratories, Incorporated, has been 
formed. This new organization, which is owned jointly by 
the American Telephone and Telegraph Company and the 
Western Electric Company, has taken over all of the research 
and development functions hitherto performed for the Bell 
System in the Engineering Department of the Western Electric 
Company. The President of the Laboratories Company is 
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the Vice President of the American Telephone and Telegraph 
Company in charge of its Development and Research Depart¬ 
ment, and it is believed that the new arrangement will make 
for a more efficient and more economical carrying on of the 
fundamental work designed to improve and advance the 
communication art which has in the past contributed so 
markedly to the progress of telephony and telegraphy as 
exemplified in the Bell System. 

Western Electric Company, Incorporated 

The Western Electric Company is the department of the 
Bell Telephone System which is charged with the responsibility 
for manufacturing, purchasing and supplying apparatus and 
materials. This arrangement had its inception as far back 
as 1882, when a control of the Western Electric Company 
was purchased and a contract was made relating to inven¬ 
tions, patents and the manufacture of telephones. 

The original arrangement has developed by natural stages 
into relationships of intimate cooperation in the design, pro¬ 
duction and distribution of the telephone equipment and 
supplies of many kinds used in the Bell System. The result of 
this cooperation has been a continued improvement in the 
effective quality of telephone plant and, through quantity 
manufacture and combined buying, the lowest possible costs. 

Over 98 per cent of the voting stock of the Western Electric 
Company, Inc., is now owned by the American Telephone and 
Telegraph Company. 

The continued large construction programme of the Bell 
Telephone Companies required during 1924 the production of 
unprecedented quantities of equipment and cables. The 
preparations made by the Western Electric Company enabled 
it to meet the requirements promptly and efficiently. 

During 1924 the trend in shop wages was slightly upward, 
while in raw materials, until the latter part of the year, the 
trend was downward. The price index for telephone equip¬ 
ment at the end of the year was 137.1 compared with 160.2 for 
general commodities. 

Steady progress has been made during the year on the 
new factories at Kearny, New Jersey. The lead-covered cable 
factory is nearly ready for operation, and the telephone ap¬ 
paratus factory is in process of construction. On completion 
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of the Kearny plant, the work carried on at several temporary 
auxiliary shops will be concentrated t lie re. 

In addition to its work for the Bell Companies, the Western 
Electric Company conducts through separate departments a 
merchandising business in electrical supplies of all kinds, and 
a foreign business in telephone apparatus and cables. 

The total sales billed by the Western Electric Company 
in America in 1924 were approximately $298,(XX),000 as com¬ 
pared with $255,000,000 in the previous year. Of the 1924 
sales, $233,000,000 were to the Bell Companies, an increase 
of 24 per cent over 1923, and 6 per cent over the expected re¬ 
quirements for 1924 as estimated at the beginning of the year. 

On April 1, 1924, the Western Electric Company sold 
$35,000,000 5% 20-year debentures, the proceeds of which 
were used for additional plant facilities, principally at Kearny, 
and for retiring all outstanding loans from banks. 

Theodore N. Vail Memorial Fund 

As stated in previous reports, the income from the Theo¬ 
dore N. Vail Memorial Fund is used to provide medals to be 
awarded from time to time to employees of the Bell System 
in recognition of unusual acts of service which conspicuously 
illustrate the high ideals which governed the policy of Mr. 
Vail as to public service. 

HIGHEST AWARD FOR 1923 
To Charles Erwin Rider 
Station Installer, Guthrie, Oklahoma 
Gold Medal and Five Hundred Dollars 
Citation 

For courage, prompt action and resourcefulness in restoring the public 
service. 

On June 5, 1923, Charles Erwin Rider, at the peril of his life, restored 
telephone service when derailed care of a freight train carrying gasoline 
and oil exploded on the railroad bridge over the Cimmaron River near 
Guthrie, Okla., turning the river into a blazing flood and destroying im¬ 
portant telephone wires in close proximity to the bridge. Hearing the ex¬ 
plosion, he immediately proceeded to the river but finding no boat in 
which to cross, hurried to a lake several miles away where he obtained one 
and transported it back to the river on which he launched it, repeatedly 
crossing within a few feet of the blazing bridge on which there still remained 
a partially demolished tank-car threatening further explosions, and with 
the aid of fellow-employees, restored telephone service by installing tem¬ 
porary circuits. 

The resourcefulness shown by Mr. Rider in overcoming 
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physical obstacles, and the courage and perseverance he dis¬ 
played, are another example of the unselfish devotion to the 
public service which is constantly evidenced by telephone 
employees. 

In addition to this gold medal there were awarded six 
silver medals and eighty-five bronze medals, in recognition of 
especially meritorious acts occurring in many places and in 
various activities connected with the telephone service. 

Employees’ Benefit Fund 

The Plan for Employees’ Pensions, Disability Benefits and 
Death Benefits continues in effect throughout the Bell System, 
thus completing the twelfth year of its operation. 

Pensions 

There were 753 employees on the pension rolls on Decem¬ 
ber 31, 1924, a net increase of 106 during the year. The 
average pension was approximately $50 per month. 

Sickness 

The number of cases of sickness which occurred during 
1924 among employees eligible to benefits under the Plan was 
31,724, a decrease of 5,754 cases as compared with 1923, dur¬ 
ing which year there had occurred a widespread epidemic 
of a mild form of influenza. The aggregate benefits paid for 
sickness disability during 1924 were $2,989,824. 

Accidents 

The number of accidents per 1,000 employees involving 
disability of one day or more was decreased by nearly 12 
per cent during 1924. This decrease reflects the steady 
downward trend in the relative number of such accidents 
which has prevailed during the past few years and which is 
a result of the continued interest of the employees in accident 
prevention and the continued study and improvement of 
tools, apparatus and methods. The total payments in 1924 on 
account of accidental injuries were $800,884 including $266,756 
for medical attention, hospital care, etc. 

Sickness Death Benefits 

Sickness death benefits were paid during 1924 to the de¬ 
pendent relatives of 243 employees who at their death had 
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been in service for five years or more, and burial and other 
expenses were paid for 88 employees who left no dependents. 
The total payments in 1924 on account of death resulting from 
sickness were $377,762. 

Summary 

The total amount of payments from the Employees’ 
Benefit Fund during 1924 was $4,589,282. 

As in previous years, financial assistance has been given 
in many cases of disability which did not come within the 
provisions of the Employees’ Benefit Plan. 

Employees’ Stock Plan 

The Employees’ Stock Plan, adopted primarily to stimu¬ 
late systematic and continuous savings by employees out of 
their weekly or monthly earnings and to encourage them to 
become stockholders in the business, has been in effect since 
May 1, 1921. This Plan offers to Bell System employees 
who have been in the service for six months or more a con¬ 
tinuing opportunity to subscribe for stock of this Company 
on an installment basis through regular deductions from 
salary. Under the Plan subscriptions for more than 490,000 
shares were received during the year. During January, 1924, 
the subscription price was $115 per share and for the re¬ 
mainder of the year $118. On January 1, 1925, the price was 
increased to $121 per share for subscriptions received on and 
after that date. About 150,000 employees are now pay¬ 
ing for more than 600,000 shares of stock by installment 
payments of $3.00 per share per month. Through the oppor¬ 
tunity offered by the several stock purchase plans in effect 
during the past ten years and by direct purchase, over 62,500 
employees are already stockholders of record with a total own¬ 
ership of more than 540,000 shares. This number of employee 
stockholders will be materially increased when installment 
payments under subscriptions now effective are completed. 

This Plan has proved of substantial benefit to Bell System 
employees as a means for regular and systematic savings and 
investment in a business with which they are familiar. The 
results for the three and one-half years during which the 
Plan has been in effect fully justify a plan of this character, 
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with such modifications from time to time as may be found 
desirable. 

In addition to the investment by Bell System employees in 
stock of this Company, there is a considerable investment by 
them in the securities, largely preferred stocks, of the Associ¬ 
ated Companies. The aggregate investment by employees 
in Bell System Companies, including installment payments 
on shares of stock partially paid, is in excess of $75,000,000. 

Bell Telephone Securities Company 

The dissemination of information about Bell System secur¬ 
ities, which during the last three years has been a function 
of the Bell Telephone Securities Company, has been actively 
carried on during the past year, and the number of persons 
to whom assistance was rendered in purchasing Bell System 
securities, especially the stock of the American Telephone and 
Telegraph Company, has greatly increased. 

The plan which was inaugurated in 1923 of informing 
investors through the employees of the Bell System and mak¬ 
ing it possible through the agencies of the Bell System to 
buy stock of the American Company by installments or by 
payment in full, was continued during 1924 and extended to 
cover the territories of additional Associated Companies. 

One of the greatest advantages of this plan has been the 
reaction on the employees themselves. It has stimulated 
their own interest in the accomplishments of the System and 
led them to inform themselves as to the general plans and 
policies. 

Through these agencies, in connection with the Bell Tele¬ 
phone Securities Company, 262,247 shares were bought for 
46,797 purchasers in 1924, which is nearly double the accom¬ 
plishments of the eight months during which the plan was in 
operation in 1923. While the average number of shares per 
purchaser was a little more than five, the average number per 
purchaser on the partial payment plan was less than three. 
Of these purchases, 34,512 shares were purchased on the 
monthly payment plan. 

' As a result of the activities of the Securities Company 
during the three years in which it has been operating, over 
100,000 persons, mainly small investors, have purchased more 
than 800,000 shares of stock of the American Telephone and 
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Telegraph Company at the market price, involving an invest¬ 
ment of about $100,000,000. 

In addition to the work of securing a wider distribution of 
stock of the American Company among small investors, much 
was accomplished by the officers of the Securities Company 
in acquainting the public as well as the financial institutions of 
t he country with the financial structure of the Bell System and 
the desirability of its securities as investments. As a result, 
several of the more important insurance companies have be¬ 
come large holders of the securities of the System, and others 
have increased their holdings. Bell Telephone securities as 
investments were discussed before state banking and savings 
bank associations. 

By means of advertising in financial publications, the merits 
of stock of the American Company have been kept before 
the investing public. The “Bell Telephone Securities” man¬ 
ual has met with favorable comment both from individuals 
and institutions. The distribution of other pamphlets to the 
general public by mail and through the employees of the 
Associated Companies has continued. 

The activities of the Securities Company in spreading in¬ 
formation about Bell System securities and particularly about 
the stock of the American Company and the aid which it 
offers the public, both directly and through the Associated 
Companies, in purchasing stock of the American Company, 
constitute a real service to the whole Bell System. The work 
of the Securities Company in promoting the habit of thrift 
and the knowledge of the principles of sound investment is 
likewise of benefit to the nation. 

Bell System Statistics and Financial Statements 

These statements include the operations of the American 
Telephone and Telegraph Company and its 25 Associated 
Operating Companies. A map showing the names of these 
Associated Companies and the territory served by each 
company is shown on the first page. 

There are in the United States approximately 10,000 tele¬ 
phone companies, 9,252 of which have connecting arrange¬ 
ments for the interchange of toll traffic with Bell System com¬ 
panies. There are also a large number of rural telephone lines 







operated mainly on a cooperative basis and not rated as 
companies. Of these rural lines over 28,000 connect with 
the Bell System. 

In the following station statistics, stations which connect 
with the Bell System for the interchange of toll traffic are 
shown as “ Bell-connecting.” All other statistics and financial 
statements for the Bell System include the combined data for 
the American Telephone and Telegraph Company and its 
Associated Companies. 


TELEPHONE STATIONS 

Number on 
Dec. 31,1924 

Bell-Owned . 11,242,318 

Bell-Connecting . 4,664,232 


Increase 
during 1924 

836,163 

70,286 


Total. 15,906,550 906,449 

There is one Bell-owned or Bell-connecting station to each 
seven of the total population of the United States. 


TELEPHONE CONNECTIONS 


Average Num- Average Num¬ 
ber Daily ber Daily Increase 

during 1923 during 1924 

Exchange Connections. 41,109,000 43,981,000 2,872,000 

Toll Connections. 1,683,000 1,835,000 152,000 


Total. 42,792,000 45,816,000 3,024,000 

MILES OF WIRE ON DECEMBER 31, 1924 

Increase 

Aerial Underground Total during Year 

Exchange. 10,052,769 24,760.252 34,813,021 4,858,435 

Toll. 3,186,938 1,893,660 5,080,598 511,342 


Total. 13,239,707 26,653,912 39,893,619 5,369,777 


On December 31, 1924, about 67 per cent of the total wire 
mileage was in underground cable, and more than 22 per cent 
in aerial cable, with only about 11 per cent in open wire. 


NET PLANT ADDITIONS 

Net additions to plant in 1924, comprising mainly real 
estate, equipment, exchange and toll lines, amounted to 
$287,975,923, and were the largest in the history of the Bell 
System. They exceed by approximately $38,248,000 the net 
additions in 1923. 
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The net plant additions for each of the past twenty years 
are shown below: 


1905. 

. $50,780,900 

1915. 

. $32,863,700 

1906. 

. 79,366,900 

1916. 

. 66,224,700 

1907. 

. 52,921,400 

1917. 

. 118,599,500 

1908. 

. 26,637,200 

1918. 

. 77,922,600 

1909. 

. 28,700,100 

1919 

73 446 000 

1910. 

. 53,582,800 

1920. 

. 147,882,100 

1911. 

. 55,660,700 

1921. 

. 180,039,200 

1912. 

. 75,626,900 

1922. 

. 185,354,000 

1913. 

. 54,871,900 

1923. 

. 249,728,000 

1914. 

. 50,045,300 

1924. 

. 287,976,000 


Total for twenty-year period.. .$1,948,229,900 


NUMBER OF EMPLOYEES 


December 31, 1923. 271,987 

December 31, 1924. 279,659 


BELL SYSTEM EARNINGS AND EXPENSES 

The following statement consolidates the accounts of the 
American Telephone and Telegraph Company and its Asso¬ 
ciated Companies, and thus represents the business of the 
Bell System as a whole in its relation to the public. All 
inter-company duplications have been excluded. Interest and 
dividends received from the investment of these companies in 
the securities of connecting companies and of such companies 
as The Bell Telephone Company of Canada and the Western 
Electric Company, Incorporated, are included in the item 
of non-operating revenues. 

With the continued growth of the business and the increase 
in telephone stations, there was a substantial increase in both 
exchange and toll revenues. 

The long-established high standards of plant maintenance 
were adhered to and, as in previous years, proper and adequate 
charges were made to the expense accounts for depreciation, in 
order to provide currently for the cost of the property which 
is being used up in furnishing telephone service. The charges 
for current maintenance and for depreciation were, respec¬ 
tively, 5.1 per cent and 5 per cent of the cost of the average 
plant in service during the year; substantially the same ratios 
as obtained during 1923. 
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BELL SYSTEM INCOME STATEMENT 
FOR YEARS ENDING DECEMBER 31, 1923 AND 1924 
(inter-company DUPLICATIONS excluded) 

1923 1924 

Exchange Revenues.$412,009,426 $454,326,217 

Toll Revenues. 178,427,051 190,317,904 

Miscellaneous Revenues. 11,153,311 12,944,728 


Total Operating Revenues.$601,589,788 $657,588,849 


Depreciation. $87,484,693 $ 99,693,110 

Current Maintenance. 91,154,988 101,596,928 

Traffic Expenses. 170,993,441 177,898,385 

Commercial Expenses. 53,406,861 58,852,751 

General and Miscellaneous Expenses. 26,036,076 28,573,101 


Total Operating Expenses 

Net Operating Revenues. 

Uncollectible Revenues. 

Taxes. 


$429,076,059 $466,614,275 


$172,513,729 $190,974,574 


$ 3,436,422 $ 4,129,904 
45,648,727 50,497,688 


Operating Income.$123,428,580 $136,346,982 

Non-Operating Revenues—Net.. 21,526,309 20,313,964 

Total Gross Income.$144,954,889 $156,660,946 


Rent and Miscellaneous Deductions.$ 7,578,970 $ 7,884,327 

Interest Deductions. 37,751,447 41,531,071 


Total Deductions. $ 45,330,417 $ 49,415,398 


Net Income.$ 99,624,472 $107,245,548 

Deduct Dividends. 72,428,617 82,602,906 

Balance.* 27,195,855 $ 24,642,642 


Traffic expenses, representing the largest of the several 
groups of expenses, increased approximately $7,000,000, or 
about 4.0 per cent over 1923, as compared with an increase 
of 7.1 per cent in the number of calls handled. 

Charges for taxes show an increase of more than 10 per 
cent over 1923 and amounted for the year to $4.69 per station. 
Adequate provision has been made for all federal, state and 
local taxes properly chargeable against the earnings for 1924, 
although in some cases not payable until 1925. 

Interest charges, including amortization of debt discount. 
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amounted to $41,531,000, an increase of approximately $3,779,- 
000 over 1923. 

Dividends amounted to $82,602,000, an increase over 1923 
of $10,174,000. This increase is due to the increase in the 
amount of stock outstanding in the hands of the public. 
There are now more than 529,000 holders of the common and 
preferred stock of Bell System companies, an increase over 
1923 of about 139,000 stockholders. 

After meeting all expenses and paying a return on the 
capital used in the business, there remain earnings of $24,642,- 
642. Provision has been made by appropriations of Surplus 
to cover the contingency of possible refunds of charges for 
service in the event of adverse decisions in rate investiga¬ 
tions now pending before commissions or courts. The surplus 
earnings, together with funds made available through charges 
to expenses for depreciation, have been invested in the tele¬ 
phone business and thus have reduced the amount of new 
capital which it would otherwise have been necessary to 
obtain from the public. 

BELL SYSTEM BALANCE SHEETS 

There follow comparative balance sheets of the Bell Sys¬ 
tem as of December 31, 1923, and December 31, 1924. All 
intangible assets have been excluded from these balance sheets 
through a corresponding reduction in the item “Surplus and 
Reserves.” 

During 1924 the investment in telephone plant increased 
approximately $288,000,000. At the end of the year this 
investment included more than $216,000,000 in land and 
buildings, $807,000,000 in central office and subscribers’ 
equipment and $1,138,000,000 in outside plant in the form of 
right-of-way, poles, wires, cables and conduit, the balance 
being mainly represented by construction work in progress. 

Funded debt of the System increased only about $72,000 
during the year, while capital stock, including installments, 
increased approximately $202,000,000. Of this increase in 
capital stock, more than $163,000,000 was in the stock of the 
American Telephone and Telegraph Company, the remainder 
being in common and preferred stocks of the Associated Com¬ 
panies, outstanding in the hands of the public. 
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BELL SYSTEM BALANCE SHEETS, 1923 AND 1924 
(INTER-COMPANY DUPLICATIONS excluded) 



Dec. 31, 1923 

Dec. 31, 1924 

assets: 

Telephone Plant. 

$1,978,947,543 

$2,266,923,466 

Supplies, Tools, etc. 

59,761,345 

63,448,453 

Stocks and Bonds. 

150,059,850 

155,710,162 

Receivables. 

87,000,576 

86,092,323 

Temporary Cash Investments. 

65,961,698 

46,911,404 

Cash. 

58,317,313 

45,108,738 

Total. 

$2,400,048,325 

$2,664,194,546 

liabilities: 

Capital Stock (Including Installments) 


Common 

American Tel. & Tel. Co. 

. . $ 753,501,507 

$917,344,372 

Associated Companies. 

63,094,513 

72,195,543 

Preferred 

Associated Companies. 

74,938,547 

104,032,947 

Total Capital Stock. 

$ 891,534,567 

$1,093,572,862 


Funded Debt 


Mortgage Bonds 


Associated Companies. 

$ 442,514,459 

$480,534,197 

Collateral Trust Bonds 

American Tel. & Tel. Co. 

161,925,500 

161,134,000 

Associated Companies. 


414,400 

Convertible Bonds and Notes 

American Tel. & Tel. Co. 

17,407,600 

11,424,400 

Associated Companies. 

222,000 

81,000 

Debentures and Notes 

American Tel. & Tel. Co. 

130,443,400 

98,998,600 

Associated Companies. 

147,575 

146,000 

Total Funded Debt. 

$ 752,660,534 

$752,732,597 

Bills Payable 

Associated Companies. 

248,294 

365,318 

Total Capital Liabilities. 

$1,644,443,395 

$1,846,670,777 

Accounts Payable. 

50,890,971 

48,768,560 

Accrued Liabilities Not Due. 

62,307,904 

65,604,527 

Employees' Benefit Funds. 

20,552,875 

24,313,090 

Surplus and Reserves. 

621,853,180 

678,837,592 

Total. 

. $2,400,048,325 

$2,664,194,546 
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The principal items of financing during 1924 (excluding 
inter-company transactions) were as follows: 

(а) The sale by The Bell Telephone Company of 
Pennsylvania of $20,000,000 of 6)^ per cent preferred 
stock at par. This stock was subscribed for in 1923 and 
was paid for in most part during 1924. 

(б) The sale by the Southwestern Bell Telephone Com¬ 
pany of $50,000,000 First and Refunding Mortgage 5 
Per Cent Gold Bonds, Series A, dated February 1, 1924. 

(c) The sale by the New England Telephone and 
Telegraph Company at par of $16,549,200 of common 
stock. Of this amount $9,629,800 was acquired by the 
American Telephone and Telegraph Company in liqui¬ 
dation of demand notes. These notes represented loans 
which the American Company had previously made to the 
New England Company in accordance with its established 
practice of temporarily advancing cash required by its 
Associated Companies for capital expenditures, pending 
such time as the Associated Company may undertake 
permanent financing. 

(d) The sale by The Pacific Telephone and Telegraph 
Company, on a 6.8 per cent basis, of $25,000,000 of 6 per 
cent preferred stock. Of this issue, $21,313,900wasacquired 
by the American Telephone and Telegraph Company in 
liquidation of demand notes representing temporary loans 
which it had previously made to the Pacific Company. 

(e) The offer at par of 1,511,575 shares of capital 
stock—one share for each five shares held—by the Ameri¬ 
can Telephone and Telegraph Company, on May 20, 
1924, to stockholders of record June 10, 1924. Subscrip¬ 
tions were received for 1,491,765 shares, or 98.7 per 
cent of the amount offered. On these subscriptions 
cash payments amounting to $140,777,071 were received 
during 1924 and the balance will be received in 1925 
from installments then due. 

(/) The retirement by the Michigan Bell Telephone 
Company of its First Mortgage Twenty-Year 5 Per Cent 
Gold Bonds due February 1, 1924, of which $9,715,000 
were outstanding on December 31, 1923. 

(g) The retirement by the American Telephone and 
Telegraph Company of its Five-Year 6 Per Cent Gold 
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Notes due February 1, 1924, of which $30,468,400 were 
outstanding December 31, 1923. 

Increases in the reserves for Employees’ Benefit Funds 
were made during the year by several companies. These in¬ 
creases aggregate for the System about $3,760,000. 

The combined surplus and reserves of the Bell System after 
all intangible assets have been excluded from the balance sheets 
amount to approximately $678,837,000, an increase of more than 
$56,984,000 over the corresponding figure at the end of 1923. 

The following chart shows the growth of the investment in 
the Bell System since 1900, compared with the increase since 
that date in capital obligations of the System outstanding in 
the hands of the public: 



The relations between the assets and the outstanding secur¬ 
ities, as shown on this chart, reflect the conservative policy 
under which the growth of the business has been financed. On 
December 31, 1924, the total mortgage debt of the System 
was less than $481,000,000 and the total funded debt was about 
$753,000,000, while assets, after deducting current liabilities, 
were in excess of $2,549,000,000. Stated in terms of per¬ 
centage relationship, mortgage debt was less than 19 per cent 
and total funded debt was less than 30 per cent of such assets. 
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Financial Statements of the 
American Telephone and Telegraph Company 

EARNINGS 

Earnings and expenses of the American Telephone and 
Telegraph Company for the years 1923 and 1924 are shown 
in comparative form at the end of this report. The net in¬ 
come, dividends, and balance for surplus and contingencies 
for the past twenty-five years are also shown. 

The financial and statistical statements of the Bell System 
are shown on page 24 and subsequent pages. 

Earnings of the American Telephone and Telegraph Com¬ 
pany include the earnings of the long-distance lines, dividends 
on the Company’s investment in stocks of its Associated 
Companies, interest on bonds and notes of and advances to 
Associated Companies, interest and dividends from invest¬ 
ments in other companies, earnings under its contracts with 
Associated Companies for the furnishing of instruments and 
general services, and miscellaneous other revenues. 

Expenses, including provision for depreciation and taxes, 
are those incurred in the operation of the long-distance lines, 
and also those (exclusive of capital charges) incurred in con¬ 
ducting the general service organization to meet the Com¬ 
pany’s obligations under contracts with its Associated Com¬ 
panies. 

Interest and dividend deductions represent the charges on 
the securities issued by this Company, largely to finance the 
Associated Companies and the long-distance lines. These 
interest and dividend charges include capital charges incurred 
by the Company arising out of its contract relations with its 
Associated Companies. 

The Company, in 1924, after meeting all operating charges 
and making adequate provision for depreciation and obsoles¬ 
cence, and for federal and all other taxes chargeable against 
1924 earnings, had net earnings available for interest and 
dividends of $107,619,362.82, an increase of $12,229,444.79 
over 1923. Interest charges were $16,573,041.41—an increase 
over 1923 of $2,875,304.75—leaving as net income available 
for dividends the amount of $91,046,321.41, or $11.31 per share 
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on the average amount of capital stock outstanding during the 
year. Dividend charges amounted to $70,918,227.27, an 
increase of $7,643,839.17 over 1923. Of the resulting bal¬ 
ance of $20,128,094.14, there was appropriated for contin¬ 
gencies $3,000,000, and the remainder, $17,128,094.14, was 
carried to Surplus. 

The chart below presents in graphic form the net earnings 
per share available for dividends for each year since 1900. 


NET EARNINGS PER SHARE OF 
AT.&T. STOCK AVAILABLE FOR DIVIDENDS 



The Company and its predecessor have paid dividends to 
the public at the rate of at least $7.50 per share for each year 
for the past forty-three years; for approximately fifteen years, 
ending with the first quarter of 1921, the rate was uniformly 
$8.00 per share; since then $9.00 per share per year has been 
paid. 

The assets of your Company are carried on its books at a 
figure which is, without question, much less than their real 
value. It is a conservative statement that the dividend of 
9 per cent does not represent a return of more than 5 per cent 
upon the value of the Company’s property less the amount 
of its debt. 
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BALANCE SHEET 

A comparative balance sheet of the American Telephone 
and Telegraph Company for December 31, 1923, and Decem¬ 
ber 31, 1924, is given at the end of this report. During the 
year investments in stocks of Associated Companies increased 
$140,035,248.87. This increased stock investment repre¬ 
sents the acquisition of stock, by way of permanent invest¬ 
ment, either direct or to replace notes of the Associated 
Companies theretofore held. Investment in bonds and notes 
of and net advances to Associated Companies shows a net in¬ 
crease of $33,690,596.92, resulting in a balance of $211,837,- 
870.94 at December 31, 1924. This latter amount is com¬ 
prised mainly of temporary financing in the form of advances 
to the Associated Companies for the extension of their tele¬ 
phone properties, to be replaced in the future by permanent 
financing. 

Investment in stocks, bonds, notes of and advances to 
other companies consists of such items as investments in the 
Western Electric Company, Incorporated; The Bell Telephone 
Company of Canada; the Cuban American Telephone and 
Telegraph Company, which owns and maintains the telephone 
cables connecting at Key West with the Bell System and at 
Havana with the Cuban Telephone Company; and the Bell 
Telephone Securities Company. 

The Long Lines Plant, now comprising an investment of 
$140,557,941.86, increased $14,886,713.44 during the year, 
representing additions made to the plant to care for the growth 
of the long-distance telephone business conducted by the 
Company. 

The investment in telephones, comprising telephone re¬ 
ceivers, transmitters and related apparatus, which are fur¬ 
nished by this Company to its Associated Companies under 
contracts with them increased $3,847,305.81 during the year. 

The Company’s investment in real estate, amounting to 
$12,124,464.88, consists of real estate in New York City, this 
constituting mainly the property used for office headquarters; 
and a building in Indianapolis. 

Temporary cash investments of $46,748,297.25 consist of 
special bank deposits, and municipal, state and United States 
Government short-term obligations. With cash of $23,531,- 






35 


892.27, the total of cash and these cash equivalents amounted 
to $70,280,189.52 at the end of the year. These funds are 
held readily available to meet the temporary financing require¬ 
ments of the Associated Companies in connection with ex¬ 
tensions to their properties. 

The increase during the year of $152,958,900 in outstanding 
capital stock is accounted for as follows: 

Issued for cash at par in accordance with the terms of the 
offer of May 20,1924, to stockholders of record June 10, 

1924. $128,253,700.00 

Issued to employees of the Bell System upon completion 
of installment payments at a premium of $174,205 

over par. 17,101,300.00 

Issued in exchange for convertible bonds at a premium 
of $686,562 over par. 7,603,900.00 

Total Increase. $152,958,900.00 

Capital Stock Installments amounting to $28,866,271.70 
represent installment payments of $12,523,371.48 received 
under the terms of the offer to stockholders dated May 20, 
1924, and of $16,342,900.22 received from employees for stock 
of this Company subscribed for under the Employees’ Stock 
Plan dated May 1,1921. 

For the $888,478,100.00 par value of capital stock $930,- 
775,612.64 has been paid into the treasury of the Company; 
the $42,297,512.64 in excess of par value representing premiums 
on stock which are included as part of the Company’s surplus. 

Through the operation of sinking funds the 5 per cent col¬ 
lateral trust bonds maturing in 1946 were reduced during the 
year by $774,500 and the 5H per cent debenture bonds ma¬ 
turing in 1943 by $976,400. 

$1,657,300 of the convertible 43/2 P er cent bonds of 1933 
were converted into stock during the year at the ratio of $120 
of bonds, or $100 of bonds and $20 of cash, for one share of 
stock. There remained outstanding at the end of the year 
$3,543,400 of these bonds out of a total of $67,000,000 issued 
in 1913. 

Of the seven-year 6 per cent convertible bonds dated 
August 1, 1918, $1,632,800 were sold during the year, and 
$5,958,700 were converted into stock on the basis of $100 of 
bonds and $6 of cash for one share of stock, leaving outstand¬ 
ing on December 31, 1924, a balance of $5,292,000. 
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The $30,468,400 five-year 6 per cent notes maturing on 
February 1, 1924, outstanding at the beginning of the year, 
were all retired during the year with the exception of $47,700 
which had not been presented up to December 31, 1924, and 
which are included on the balance sheet in Accounts Payable. 

All discount and expense connected with bond and note 
issues outstanding as of the end of the year have been charged 
off to Surplus. 

The Reserve for Employees’ Benefit Fund was increased 
at the close of the year by appropriating $1,000,000 from the 
Reserve for Contingencies. 

At the close of the year a dividend at the rate of $9.00 
per share per year had been declared for the first quarter of 
1925, payable to stockholders of record March 17th; and this 
declaration has been given formal recognition in the balance 
sheet in the special item Surplus Appropriated for Dividend 
Payable April 15, 1925. This dividend, however, will be 
paid at the due date from current earnings and the amount 
of surplus so appropriated, aggregating $19,990,757.25, will 
be concurrently restored to unappropriated Surplus. 

It will be noted from the financial statements which follow 
that the book cost of the Company’s assets at the beginning 
of the year was $1,306,702,000 and at the end of the year 
$1,478,147,000, an average for the year of approximately 
$1,400,000,000, and that the net earnings for the year from 
all sources were about $107,600,000. Your Company, there¬ 
fore, in 1924 earned on its total book investment about 7.7 
per cent as compared with an average of 7.2 per cent for the 
past ten years. When consideration is given to the fact that 
this moderate return is based on book investment conserva¬ 
tively stated, and that this latter figure is considerably less 
than the actual value of these assets, it is evident that the 
actual return during 1924 on the fair value of the Company’s 
assets was materially less than 7.7 per cent. 

The Company’s assets of $1,478,147,000 at the end of 1924 
exceeded outstanding capital liabilities—capital stock, bonds 
and debentures—by $289,000,000 and in respect of this 
amount, no capital charges are incurred. During 1924 the 
ratio of total capital charges, both interest and dividends, 
to the book cost of plant and other assets—the property 
of the several hundred thousand investors in the business of 
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the company—was 6.25 per cent. The difference between 
the earnings of 7.7 per cent on the Company’s assets and 
6.25 per cent thereof paid to those who own its securities, a 
margin of 1.45 per cent, is the amount of net earnings carried 
to surplus and remains invested in the business. 

During January, 1925—after the close of the year covered 
by this report—your Company sold $125,000,000 of Thirty- 
Five Year Sinking Fund Five Per Cent Gold Debentures, 
the proceeds from which will be used to provide the Bell 
Telephone System with funds for additions and betterments, 
and for other revenue-producing capital expenditures. The 
outstanding debt obligations of the Company, after giving 
effect to this financing, will comprise only about 30 per cent 
of the Company’s total capital liabilities (as compared with 
42 per cent at the end of 1920), and will amount to about 
25 per cent of the book cost of the Company’s assets. 

DISTRIBUTION OF CAPITAL STOCK 

The number of stockholders of record on December 31, 
1924, was 345,466, an increase of 64,317 during the year. In 
the chart on the next page there is shown the growth in number 
of stockholders since 1900. It will be noted that since 1920, 
a period of four years, the number of stockholders has con¬ 
siderably more than doubled, there being 139,448 at the close 
of 1920 and 345,466 at December 31,1924; in the year 1924 the 
number of stockholders increased about 23 per cent. 

The distribution of the stock continues to be general, as 
shown by the following: 

329,733 held less than 100 shares each; 

15,297 held from 100 to 1,000 shares each; 

404 held from 1,000 to 5,000 shares each; 

17 held 5,000 shares or more each (omitting brokers, 
holders in investment trusts, etc.) 

Of the holders of less than 100 shares each, 

122,769 held 5 shares or less each; 

277,479 held 25 shares or less each. 

There are more women stockholders than men. 

At the end of 1924 about 7 per cent of the stock was held 
by trustees and about 3^ per cent was in the names of brokers. 
About 1 per cent of the stock was held in Europe. 
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Of the 345,466 stockholders of record over one-sixth are 
employees of the Bell System, owning an average of 9 shares 
each. In addition, about 150,000 employees of Bell System 
companies and their subsidiaries are now paying for stock on 
the installment basis under the Employees’ Stock Plan dated 
May 1, 1921. Included in this number are some who are 
already stockholders of record; the remainder will become 
such upon completion of the installment payments on shares 
for which they have subscribed. 



widely distributed. No one class predominates among the 
stockholders but the list comprises men and women of every 
station in life, largely users of the telephone who by thrift 
and saving have purchased an interest in the business. The 
distribution of the stock widens from year to year and the 
Company becomes more fully the property of those it serves— 
a publicly-owned institution. 

The average number of shares held per stockholder in 1900 
was 76; today it is 26, or an average holding of $2,600 at par. 
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The funds supplied by these 345,466 stockholders as well 
as those supplied by investors who have acquired other securi¬ 
ties of Bell System companies, have been used for the building 
and extension of telephone plants in every section of the United 
States. 

INCREASE OF AUTHORIZED SHARE CAPITAL 

The present authorized share capital of your Company is 
$1,000,000,000, of which amount $888,478,100 was issued and 
outstanding at December 31, 1924. There was also at the 
end of 1924, about $29,000,000 paid as installments on stock 
to be issued when fully paid for. In view of the needs for 
stock to meet these commitments, for the conversion of con¬ 
vertible bonds, and for subscriptions under the Employees’ 
Stock Plan, the present limit of authorized share capital would 
doubtless be reached before the annual meeting of stock¬ 
holders in 1926. In order, therefore, to provide a margin 
over the requirements for the ensuing year, and for the issue 
of additional capital stock at some future date, if and when 
it shall be found desirable, it is recommended that the au¬ 
thorized share capital of this Company be increased from 
$1,000,000,000 to $1,500,000,000 at the forthcoming annual 
meeting of the stockholders. No new stock offering is 
contemplated in 1925. 

For the Directors, 

H. B. THAYER, 

Chairman. 
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American Telephone and Telegraph Company 

Statement of Earnings and Expenses 
for the Years 1923 and 1924 


Earnings: 

Dividends . 

Interest . 

Telephone Operating Revenues . 

Miscellaneous Revenues . 

Total . 

Expenses (Including provision for de¬ 
preciation and all taxes) . 

Net Earnings ... 

Deduct Interest . 

Net Income . 

Deduct Dividends . 

Balance . 

Carried to Reserve for Contingencies. . . 

Carried to Surplus . 

Total . 


1923 1924 

$ 54,078,663.11 $ 63,559,326.46 
12,998,157.47 14,570,870.66. 

71.840.735.27 75,513,105.51 

373,405.65 439,533.40 

$139,290,961.50 $154,082,836.03 

43,901,043.47 46,463,473.21 

$ 95,389,918.03 $107,619,362.82 
13,697,736.66 16,573,041.41 

$ 81,692,181.37 $ 91,046,321.41 
63,274,388.10 70,918,227.27 

$ 18,417,793.27 $ 20,128,094.14 

$ 3,000,000.00 $ 3,000,000.00 

15.417.793.27 17,128,094.14 
$ 18,417,793.27 $ 20,128,094.14 

C. A. HEISS, Comptroller. 


Net Income and Dividends 


Balance for 

Net Dividends Surplus and 

Year Income Paid Contingencies 

1900 . $ 5,486,058 $ 4,078,601 $ 1,407,457 

1901 . 7,398,286 5,050,024 2,348,262 

1902 . 7,835,272 6,584,404 1,250,868 

1903 . 10,564,665 8,619,151 1,945,514 

1904 . 11,275,702 9,799,118 1,476,584 

1905 . 13,034,038 9,866,355 3,167,683 

1906 . 12,970,937 10,195,233 2,775,704 

1907 . 16,269,388 10,943,644 5,325,744 

1908 . 18,121,707 12,459,156 5,662,551 

1909 . 23,095,389 17,036,276 6,059,113 

1910 . 26,855,893 20,776,822 6,079,071 

1911 . 27,733,265 22,169,450 5,563,815 

1912 . 32,062,945 26,015,588 6,047,357 

1913 . 32,920,090 27,454,037 5,466,053 

1914 . 32,334,814 27,572,675 4,762,139 

1915 . 34,618,638 29,100,591 5,518,047 

1916 . 38,013,277 31,122,187 6,891,090 

1917 . 38,471,106 32,481,614 5,989,492 

1918 . 43,901,322 35,229,699 8,671,623 

1919 . 44,395,791 35,356,334 9,039,457 

1920 . 51,821,216 35,376,793 16,444,423 

1921 . 54,002,704 42,674,403 11,328,301 

1922 . 66,170,428 52,971,252 13,199,176 

1923 . 81,692,181 63,274,388 18,417,793 

1924 . 91,046,321 70,918,227 20,128,094 

C. A. HEISS, Comptroller. 






























































American Telephbrie? U v id IXelegii^k £ViVipany 

Balance Sheet, December 31, 1923 and 1924 


ASSETS 


December 31, 1923 

Stocks of Associated Companies.. . $ 756,463,932.11 

Bonds and Notes of, and Net Ad¬ 
vances to, Associated Companies. 178,147,274.02 

Stocks, Bonds and Notes of, and 
Advances to, Other Companies.. 102,211,723.47 

Long Lines Plant and Equipment.. 125,671,228.42 

Telephones. 33,275,285.85 

Real Estate. 12,096,745.41 

Office Furniture and Fixtures. 956,088.11 

Accounts Receivable. 10,443,626.03 

Temporary Cash Investments. 62,218,588.55 

Cash. 25,217,740.10 

$1,306,702,232.07 


December 31, 1924 
$ 896,499,180.98 

211,837,870.94 

95,334,922.09 

140,557,941.86 

37,122,591.66 

12,124,464.88 

1,094,478.14 

13.295.581.25 

46.748.297.25 
23,531,892.27 

$1,478,147,221.32 


LIABILITIES 


Capital Stock: 

Capital Stock. $ 735,519,200.00 

Capital Stock Installments. 17,982,306.96 

Total Capital Stock. $ 753,501,506.96 

Funded Debt: 

4% Collateral Trust Bonds, 1929 $ 78,000,000.00 

5% Collateral Trust Bonds, 1946 73,979,500.00 

5% Western T. and T. Co. 

Bonds, 1932 . 9,970,000.00 

53^% Debenture Bonds, 1943... 100,000,000.00 

4% Convertible Bonds, 1936... . 2,589,000.00 

4H% Convertible Bonds, 1933.. 5,200,700.00 

6% Convertible Bonds, 1925... . 9,617,900.00 

6% 5-year Gold Notes, 1924. .. . 30,468,400.00 

Total Funded Debt. $ 309,825,500.00 

Total Capital Liabilities. $1,063,327,006.96 

Dividend Payable January 15th .. . $ 16,539,124.50 

Accounts Payable. 7,754,816.30 

Interest and Taxes Accrued Not Due 8,168,929.43 

Reservefor Employees’ BenefitFund 6,000,000.00 

Reserve for Depreciation and Con¬ 
tingencies... .. 75,985,328.99 

Surplus Appropriated for Dividend 

Payable April 15, 1925. . 

Surplus (Including Capital Stock 

Premiums). 128,927,025.89 

$1,306,702,232.07 


$ 888,478,100.00 
28,866,271.70 
$ 917,344,371.70 

$ 78,000,000.00 

73,205,000.00 

9,969,000.00 

99,023,600.00 

2,589,000.00 

3,543,400.00 

5,292,000.00 


$ 271,622,000.00 
$1,188,966,371.70 
8 19,988,734.50 

24,307,660.13 
8,664,664.62 
7,000,000.00 

81,975,454.92 

19,990,757.25 

127,253,578.20 

$1,478,147,221.32 


C. A. HEISS, Comptroller, 
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February 6, 1925. 


We have audited the accounts of the 

AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

for the year ended December 31, 1924, and have reviewed 
reports for that year rendered to the company by the asso¬ 
ciated and directly controlled companies. 

We certify that the balance sheet and income statement 
as published herewith are in accordance with the books, and, 
in our opinion, set forth correctly the financial position of the 
American Telephone and Telegraph Company as at December 
31, 1924 and the results of its operations for the year 1924. 

Lybrand, Ross Bros. & Montgomrry. 



















